NEW CAR
SALES TAX
DEDUCTIBILITY*
FAQs
*Program ends December 31, 2009!

This informative brochure is brought to you by the Colorado Automobile Dealers
Association and your dealer. If you have additional questions, please ask a staff
member or visit www.irs.gov.

Although the Cash for Clunkers program is over, the federal government
is still working to put money in the pockets of new car buyers. A new
program that provides a sales and excise tax deduction to new car
buyers offers great incentives for you to buy a vehicle — BUT YOU MUST
ACT BEFORE JANUARY 1, 2010!
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What is the new car sales tax deduction?
The American Recovery and Reinvestment Act of 2009 provides a
deduction for state and local sales and excise taxes paid on the
purchase of qualified new vehicles through 2009. This is for individual
purchases only (business purchases excluded).

How does the sales and excise tax deduction work?
It allows many car buyers to deduct state and local taxes paid on the
purchase of a new passenger vehicle from their federal income tax.
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What are considered to be “qualified motor vehicles?”
A qualified motor vehicle is a passenger automobile, light truck, or
motorcycle, which has a gross vehicle weight rating of 85,000 pounds
or less. A motor home is also considered a qualified motor vehicle.
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What is the purchase price limit for this deduction?
Only state and local sales taxes paid on up to $49,500 of the purchase
prices of a qualifying vehicle are deductible.

Can I take the deduction for a second or third vehicle I purchase?
Yes. There is no limit on the number of cars for which you can claim
the deduction, provided each car is a qualified vehicle under the law.
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Does the purchase of a used car qualify for this deduction?
No. In order to take the deduction, you must be the first owner of
the vehicle.

Does leasing a car or other vehicle qualify for this deduction?
No, leases and rentals do not qualify for this tax deduction.

What about those 2008 models still sitting on the lot — can I claim
the deduction if I purchase one of last year’s models?
Yes, you can take the deduction as long as you are the vehicle’s
first owner.

Are there any restrictions on who can take this deduction?
Yes. This deduction is phased out for higher-income taxpayers. Single
taxpayers whose modified adjusted gross income is less than $125,000
and married taxpayers whose modified adjusted gross income is less
than $250,000 will receive the full deduction.

Do I have to itemize my tax return in order to take this deduction?
No. Anyone who qualifies can take this deduction. You will claim the
deduction when filing your 2009 federal income tax return in 2010.
There will be a line on the 2009 tax forms; just follow the instructions.

If I purchased a qualified vehicle, may I amend
my 2008 tax return to claim the deduction now?
No. You can claim this deduction only on your
2009 tax return.

When can the vehicle be purchased to qualify for this deduction?
This deduction applies to vehicles purchased after February 16, 2009
and before January 1, 2010.

This informative brochure is brought to you by the Colorado
Automobile Dealers Association and this dealer. If you have
additional questions, please ask a staff member or visit www.irs.gov.

